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1. INTRODUCTION

There {3 a generally accepted notion in

his ccuntry that an increase in the use of
sclar energy 's a desirable thing. This
notion is Dased on the intuitively
aprealing position that when solar erergy
Jevelcpment increases gependence on foreign
0!{i decreases, domestic reserves are
:crnserved, the envircnment ({3 protected and
w#¢ ire closer to energy .ndependence., These
2ynclusions are, in general, based on
vasuely Jefined ccncepts of costs and
dserefits. #hile tney do agpeal to
ritriotic feelings, they do not rellect a
3rstemutis analysis of the econonic {mpagst
of sclir enarpy “3velcpment and i{ts affect
on naticnal eccncmic goals.

8rcad concludions ahbcut so.ur energ; are
Jf%en Sased on a cursory analysis of a
specific s3lur technology witrout
¢snsiceration of more than a few areas of
‘npact., It {3 clear that rac%jional,
intelilgent gecisions concerning t'.e fulure
tevelcpment an. appilication of solar energy
techrnologiea chou.d Le based on the careful
tdentification, ~easurerent and appropriate
“aighting of all of the impacts (both
ositive 3nd negative) that may be
associatecd with Jolar energy. In order tc
Tully appreciate the importance cf this
approach anc to place it {n proper
carspective it Wil bde useful to define a
set of national goals or oblectives and
thius cet tre stage for a Jdizcussion of the
impace of so.ar energy development,

A leting of bLasic econnnic goals of this
cation wouid inciude ‘he following:

V) Full e~ ploynent, ‘though there (s no
geraral agreannent as to the praciae
ue!inftion »f full erployment (4 percent
aenploy=ent, 95-1/2 percent unerploynent or
screvhing inbetween) full amployment is
sene2..y accepted as an important soclal
and eysnomic objective.

2) A reaaonab.e leve. ol price stablil.ty.
Tnis does nut necessarily; mean nu 1ncrease
{n the gaoneral level of prices, Lut Jdoesy
mean avolding the douvla digit inflation cof
the late T0's.
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3) Economic efficlency. This goa. is
synorymous with using all resources wisely
and withcut waste, or 10 an 'optimal'
manrer, The economista' deflinition of
efficiency is expiained in section 2.

4) An eguitable distridution of income, In
the n1ads of many this is cefined to mean
the elinmtration of poverty, l.e., tre
gJarantee of a mirimum level of !incoume fzr
all indivicduals and fanilles, This woull
presunmably include acequale assistance
prczramy for the aged, handicapped, and
jerendent children.

5) Econcnmic growth. This goal {-plles that
we are not willing to stand stil. but
expect our astandard of (iving to cuntinue
L0 rise over time.

() lalarce the Federa. 3uiget. The Feagan
Administration has concentrated
ccnsiderable atiention sn our achieverant
of this gcal and appears to give Lt %igh
priority.

7) ¥aintaining a stror.g nat.onal delense.
Although differenzes of opinton exist as to
how the strengih ¢f our national deflense .
o be neasured, it {s clear trat many place
a Ligh priovrity cn this goa..

This 13 nct intenced as 3 c:omplete lict nor
{s the order intenjed to ref.ect
priorities, Howevaer, in the Zlsc.ission
which follo' s we will treat this a3 a
conprenhénsive liating of goa.:r or
st jectives that may be impacted by s> .ar
energy. The point to ba =ace {3 hat {1
ordear to put rasaive solar doseloprent in
prcper cerspective, ita (rpact cn each goa.l
in a comprehensive liast of goals must be
ajdressed. Economics 18 a useful trol «ith
which to atsess certaln consrquences of
nolar energy developrent. [t can wssis:
11 developing 2 tetter understarding of the
apecific consequences o! solar ennrgy
dovelopment and application. It must then
be left to others, the Congress, astate
ioninlatures and the "szeneral publiio® to
Wt iy the tdentified {rmpacts tn rakirg antt
rynlcating folicy deciasturs,




2. SOYSRUMENT POLICY AND SOLAR CMERGY

CZVZLCPMENT

It has been sugpgested that tne adoption of
solar technolcgies will return denefits to
society as well as to the indivicual solar
purchaser. Fcoromists have argued that the
private market provicdes less solar
investment than i3 optimal because, while
the incividual bears the cost of installing
soiar, he receives only part of the
tenefite. If this {3 in fact an accurate
indication of the costs and berefits
associated with solar development, then
sovernment prcgrans which encourage and/or
aia solar {nvestment are a reasonable
respornse t0 this market failure. Determining
the desiradility of any one approacn or
various combinatiors of approaches requires
a careful conparisor of costs and Senefits.
The optizal solar progran or set of
progrars 1s simply t.at which generates the
sreatest net tenefit,

Govarnrent programs nay promote solar
develorrent by altering consuners' and
firas' banavior through a varieiy of narket
inzentives, Although the ultirate impact
cf =ar<et i{ncentives Will be tO increase
tn. net %enefits realized from solar
arptiecation, (v will be yseful to group
hese {ncentives inNo t 40 tasic categories.

Ateccory one operates ty increasing the
arel.%3 associated with the cwnership of a
~iar enuergy sys.er. For exaz)le, the
lerngu.ation of natural gas, a pregran that
r1i3es %he ;rice of conventional energy,
inyreases the vaiue of tha 3streanm of
convent.cnal fue. savings and thus tncreases
Yenef'{ts to bde rea.tzed frum the solar
aynten.
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It srhuld be recopnizad trat not all the
nerelits associated with solar applicationa
ate easily jiantiliabie {n dollar terns.
Prr cecample, tt {9 d4ifficuit 1f not
t1vposaible to quantify the benefits
rea.ized frocm the ‘ncreased living space
that may result frorm attached sunspace.
Similarly, 4t 13 Jdifficult to meanare the
Lensfits reastlzed Trom n enhanced selrl
esteem asxcciated with ownmiangpy of a solar
mysten,

Tra gecont tateiiry of fncentives operates
by relucing the co23t of the so.ar energy
sysie=, For example the durrent federal
{n:r=e tax oredit lowers the (nitial coss
o *ne connurer.  Sixilarly, the busineas
tnveataent tax creiit for energy
ccnaervation ioWers the cost for commercial
ayplication, Grants to 3olar energy
adopters o suppliers anc ssles “ax
exe=ption dDland are yther forms o/ direcc
and ‘~mediate cost reduction.

Recurring costa such as maintenance costn,
loan raynants and property taxea may alao

be {mpacted Dy category two solar
incentives, Solar systems installed ir new
nomes are generally financeg with the
uor.gage <hile retrofit applications may
be finarced with a home izprovement loan.
governament low interest loan program nay
Wwell have the effect of reducing these
recurring mcrtgage/loan payments. Allowlig
tax credits for solar maintenance costs an:
exempting the value of the solar energy
system [roc the taxable value of property,
a4 conmmon {ncentive provided by state anc
locai governments, will effectively reduce
two other common forms of recurring -ost.
All of these programs are profperly
classified as category tw. presgrans,
i.e., progranms that lower the .n:tial -ost
af solar adoption.

‘“hatever incentive program or comtiraticn
of programs is chosen, tte Lulicymaxer rust
consider its impact on nationa! FIcals. icre
izpacts are relatively easy to (<lentify ano
quantify; the actual bdudge: o323 of a
program, for exaczpls. Jther (mpacty may le
difficult to anticipate an? juantify wiln
any accuracy,. In some casee ever the
directlion cf irpazt #1:) be 1 flcult
detar~ine. Howaver, this &ifficulily in
g4attifying certain impacts 1rscciated Jith
solar fncentives and .- .e resuiting so.a-
applications does act rogucie the [~ ptrtance
of addressing each potential ‘~ract and, .n
sore sense, agoregating rese (mpacts. An
attenpt will be made in the “nllo.ing
section to illJustrate tihis appraach 'y
presenting a necessarily crute b °
comprereans.ve reviews of tha 1mpazts f
passive solar develcpnent «ith ragard to
the ‘'roadly defined national ot jectives
l1isted carlier.

<
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3. THE I¥PATT CF LOLAA unEety rho gnaer

In tnias discussiorn, tne tnmpact ol %udo
alterrative (or compieTentary) proirasa are
presented {n arn effort L3> (dentily ang
contrast the probatb!l {=pacts ol the
2pecific alternatives Cavelcred rnurein. The
disciseion will alsu attenmpl to Slavirguizn
Setween short-rur, (one to five vears' ani

long=run (cver fivae yrars) ‘~pacts
axpected to result fron the i tiilation of
passive sclar deyipns o evtiling aunire
e 2k,

An effort haa alsn bmen =ate o
¢'stinguish, where leani-le, Detdseen tne
tepacts assoclated with programs falling (n
anah of the ‘wo categorles Jelired alove; a
catepnry one nrogram Jesicnel to inoreaae
Yenelits and & categnary s prasran
jertzned Lo reluce costs. In *ie aniyrin
of fered the catejgory one Lrogran wiil e
anaumed to be "aatural  pan teresulatton.”
The :ate,ory two progras will be asauredt
e 4 combination of tax credgtt ant Jouw
irterest lorar Hreoca~s (Lnl-tated at tre



TABLE 1

SUMMARY OF THE IMPACT OF MARKET INCENTIVES
TO PROMOTE SOLAR DEVELOPMENT

Iepact Short-Run Long=Run
Catagory Cl:egory Cltegor Cut-go\y

E al one

concaic increase oduc-d] (ncrnud] rcduc.u]
Objectives benafits costs benefits coats
Exploymenct + ? ?
Price Stability 3 ¥ + +
Economic Efficiency + + + +
Equitable Distri-

bution of Income ? ? ? ?
Econoric Growth + + + -
Salance the - _

Federal Budget + + ? ?
Strong National

De {ense + + ? ?

+ consistent
¥ constistent and contradictory

? unclear

tate an1/yr felera)l level).

I rmigl) e dovicus tnet the nature, acape
and lavel of spezific 1m;acts wil: te
fyup:@nient upun the atio.ute and relative
anoun~s 3¢ the increase :n berefi:s and
reliction in costs resulting frca the
rategory one ind category t4o prograns,
respectivel; .

d4e turn now to the analyses of molar
TTCUrBT LPDACLS on eackh of the reven bainie
07ic Kcals defined !n ezection .. These
iSpacts are cucva~ized in Table ', The
pluses fndjzate that the irpact of tne
prigran 1s exjec' ! to e consistent with
jr tend to prorote that particular
9. 'ective. A plur and =!nus suggesls that
{npacta buth :onslatent with !ng
wrlraun *tory Lo t:e cbjective are expecte
 resy.s from tha aular erergy progrars. A
juestinn maru {3 recoried when the probatle
itmract is anclear or insufficient
information s provided to mane a
deteraina.on of the prubable impact.

3 F\Jl! !1‘!‘9".1“".'

It Iy generally recognized that a prucram
1eaipned o promote the (natallation of
pRusive sc.ar doalgnn on existint housing
8'voca will have ponttive (rpact on

enploy=ert in the coastruct.cr ;rJust-r. 14
is also olvious tna: r:: irpact wilil te
sShorterur. LR (ts Juratliocon, aitncugh Lt Tay
Le porsible .o desligr in incentive prgran
“hat will spread tne anpluymert .MmMpac. over
a lcnger :crition, e.4., len years. In the
Abuence of rpecific jprovision:z lezigne’ %o
1i1=it passive nolar instailation %0 ce-l.in
geographic areas, or specific houamnolye
defired by level or type of fue. J3ez, (t
wcuii bYe expected thai categ-ory one or
category t4o :(ncentivas wduld infact a
troad segrent of housendlids th=ougicut te
nation.

Tae most ‘wnedlate ind 1ire-! e=playment
trpa?® will be 117 Lhe Conai-=uctinrg
nfvatry. The 1ncreane {n e=ployment
oppcrturitien in ke baaic ceonslracticr
trades (founcation, framing, rocfing,
g:12ing, etc,! would be dHeoth 4irent »rd
patentially sigrificant for the indguziry.
3iven the labir-ini-naive craricter of thia
fracstry, the linito¢ technica! <Now.r3ge
and skil!s required, and the limite
barrters %o the en'ry fo: row apmall
businesas, it {3 axfecied hat 3 zignificazt
number 5 new construc®ion “utlras,en Aty
come ‘nto existeace AS A result of Auch a
arogran,

alfents

Indirect r reccniary e=ployren’®



can also e expected L0 bDe positive and
vicitle in local government offlices dealing
wit: buildirg permits znd in suppliers of
tasic mater.als recessary for construction
of passive sclar aystens (dinension lumber,
concrete tlock, cement, plastic and/or
glass, etc.). aAs in tre case of the direct
enploynent impacts in the construction
{ndustry it is expectec that these
seccndary emnployment effects will te
shert-run in duration.

If *he positive short-run employnent
Lmfpacis w~were to coincide with a period in
4hith the ccnstiruction ndustry Jas
sericusly depressed (as is now the case)
these i{nmpacts would dbe very welcoxse indeed.

Te tne ¢xtent tnat increased spending ty
gc/ernmert, Jevelopers and/or housenolds
aca3ctiatec with the solar {ncentive prcgran
i3 finangec by, dSocrrowing there i3 a
rstentlal for {ncrease upwarai prescure on
int“erest rates. Any resulting "crowding
Dat" effecy that leaJds ccrpeting torrowers
o Je_ay p.inned investTent will at leac:
partiaiiy iffect % 1e snort-run posjit.ive
“wo_Lyrett .rmpact of an .ncentlve program.
It 1z most inlilvely tnal tre short-run

*ive enrloynent impact cculd te
e,y rill.tied 15 a result of sach a
"

Ny cut™ elfect.

ntirer Price Inlex (ZPIl) :s our
anal wrat !s happening to
¢t of 4 spectfid rarvet basdet of
A nhcly of iiterature has
Iopuel that discuSser the inaccuracles
ive? {n attermpting ti use the CPI a3 a
Jre oI ~range :n tre cost-of-living. It
13 N10% racessary "0 review these
leflizlenc.aes tere; however, Lt is ‘oportant
to recogn.re that the :‘nmpact of & passive
sclar (ncentjive program on the
coat-af~living wil. not Ye accurately or
filiy reflecte: .n CPX Tigures.

Yare specifically, 1% {a not clear that the
{“centive program 411! cause the price s/
cenventional energcy ic deciine or wtll
retard future ncreases, LJ. svuh a
srocram car sipnificantly reluce the cost of
3jace neatinns for (Apactaed Huuaseholds. The
re!.rad cost of space heating can be
expected Lo be 1 lonptern l-wpact bLenefiting
the Mousehc 4 yexr after year on a
entinueus basis.,

Saort-term inflsttionary phressure may
desolcp L ke tfncentie progran happened
t2 impact on tne construcetion {nd.stry and
on +uppliere at a time “hen i1le capacity
#33 not present. Although a potential for
wame Anflationary preassurea associated with
a "l ineantive proeram iy sresent, (tois
ey, coteg thet the magnitude of the fue!

5111 sav.ng would far exceed any snort-tern
inflaticrary pressures that may arise.

3.3 CEconomic EBfficiency .

Mardet fallure results wnen prices fall to
accurately register sccial benefitls and
costs. For example, there is zeneral
agreenent that the price of c.nvantional
energy 18 lower than its true social cost.
This reflects such facts as: rcllutiorn
costs are not borne by consumers alone but
by society; average co25st pr.ic.ng tyv
ytilities has 2isguisec the true cost of
increzental energy consu=pticr; and the
special tax advantages provide: 0.l anc Za:s
exploration and production aisoc tend to
distort conventional energy cc3ts. These
factors result in a cost of ccnventicral
energy as ref.ected i1n the mar«et which s
below .ts social cost. Solar energy
agpears to be less attraci:ive as an
alternatis/e energy source when 1t must
compete Wwith uncerpriced energy (Or
subsidized) source., This Is sne type cf
rarcet failure. Natural ga:c Jeresulaticn
would tend to prormote eccninic eff.ciancy
trrough price increasea of naturil gas. The
price Wou.d then bYe clcaer ¢ ne “rue
socias cost,

Le3s than optimal solar {nvest-ent can also
recult from the Tarxet's failure to provide
patlic gcoda. A pudblic good (s cne whose
benelits are received by indiviluals ctner
tharn the owner. For exarmple, a television
signil car be picked up by anyone with an
antenns, including perscns ~ho d0 nol dear
tne ¢coat of serding “hat signa.. Sclar
ressarch ang informaticn exhibit
characteristics »f public goodez, If sne
solar home builer Jere to pa,y; for an
advert!sing program extolling the virrues
of solar energy, Vii duilcers could be
oxpected to benefit from the reraulling
increase ir demand. Decause the {ncivivual
builder does nct share in the benel!ts
accruing to his cormpetitors (cr to
consurers) his personal benuefit may be
smaller than the progran cost, thus
resuiting in less tran the soclally
decirable level of inforusticn Seing
supplied by the private seactor of the
acorony (the sclar conntructicn industry .
Category two prograns might include
elerents of :nfurmation (dispersal which
could alleviate tuis prodlem to sore degree.

3.4 An Egaitalie Tiat-ibution of Irnccre

The diatribut.onri impacts are an area 2f
major concern in the evaluation of prograns
designed to promote solar energy
developnent. Policles 4hich promote a more
equitat e disatribution 921 tncome are
generally consistent with publiyc
preferenceas. The distribut.onal tmpacta of
apecific sciar programa will depent on “re



basic e.ements cf subsicdization and/or
czst absorption included in the programx;
some e.aments of a program (e.g., tax
crecits) may give a disproportionate
Senefit to high income classes while others
(e.g., c¢irect subsidies may be designed to
benefit lower irccrme househoils.

Prograns that lower the cost of solar or
raise the cost of ccnventional fuels are
probably not consistent with income
distribution geals. Expernditures for
~esidential space-heating are regressive in
that lcwer income households spend a
nreater sercentage of their incomes on
erer;y Sills. An increase in the cost of
fuel, while promcting the application of
solar energy, wculd st the same time have
its greatest relative impact »n low income
households; those houleholds least able to
~esponc¢ b5y inveating in solar energy
systexs,

Tax cred.ts may 3imilarly provide a greater
potantial advantage for high incoxe
No.i3eholds. A3 income and marginal tax
rates increase, the advantage of solar
irvestrant over (nvestmernts <hose earniigs
are *ixadle, increases, Therefore, the
feasibility arn? prcefitudbiliity of investrent
in sclar erergy svetens tenda to vary
directly w:th the housenolds' tax draccet.
It -hould also pe neted tnat tax credit:s
carn only be applied amaipat a tax
tlaotlity. Low incore households witn
l.mi1%ed tax lianiiities may not pe irn a
pcsitior to realize the full value of the
Lax crelit.

So.lar i{ncentive pro- ‘anms desigrned to
tenafit 1lo4 10come oL s0lds wouid apgpes-
%0 ¢ the mcst consiste.. Jith equity goals,
Sut may not nmaximize the _evel of energy
savini. Tnls surgents tnhe possidbility of a
conflict vetween 30lar incentive programs
consirtent Witn our concept of an
eiiitable distritution of {rcome and those
incertives that aouiJ aex{mize energy
savings, a concern of economic efficiency.
This discusrion iriicatas the importanc. of
re 3 izing, quant.fyiry and weighirg the
‘tpict on income Aistribution of
site=rative solar (ncentive programs veinrg
ronsiderec.

2.8 Facnonlc Gro4th

Cronomic gro«<th 18 senerally measured dy
exarnining chang2s (rn real GNP per capita
over time. Increaned levels of iavestment
ard incroased efficlency in the allucation
of rarourres would generi.ly be <xpected to
be consistent with a more rapld rate ot
ecanc e growth,

F-r example, irveatment .n solar energy
ayaters by the resijential zector wilil have
4 nutber of {npacta coraistent with, or

tending t> promote, economic growth. The
freeing cf conventional fuels for use in the
irdustrial sectors of the economy, will
elimirate the need to switch to less
efficient sources of energy. Similarly,
industries (inclucing electric utilities)
will not be forced to undertake
nonproductive irvestaent in tne forn of
furnace modifications to burn alternative
fuels and/or investment in pollution
control equipment necessitated dy fuel
switching. Savings realized by households
and indystry nay then be ava.latle for
investnent {n more proijuctive investnoent
opportunities.

The i{mpact of solar investament by tne
householc sectd: oh the gas aad electric
utility industries is of particu.ar
interest. The recduction in enerzy Jemand
resylting from the so.iar energy applicaticn
may postp>ne or in some cases ejixinate the
need Jor planned axpansion of cz2pacivy.
Such an impact wi.ll reduce., d2lay or
elininate costly ‘nsestment {n expande?
capacity. Suct a change in investrer: plans
ray have inprrtant reperdussions c¢n Souh
t-e coat anZ avaliatility of funds Tor
other purposes as «2l. as a significan®
effect on %he J4t.iily tills of hcusenc.d
ard conmmercia.i tustomers who fa.il (or are
uriable) t5 alopt sc.ar energ; Lechnoicgy.

2. A _Tularnce? 3ydzat

In the currant political clinate the !=pace
of tnhe category one (natural gac
deregulation) and catescry two {(tax credis
and low i{nterest oans) programs cn the
federali tu3get !s clearly a zatter »of
concarrn.

The jervgulation ¢f natural gas wilil, at
least ir the short-run, ccrntridute to
increasel! go/ernnent reveniea. The
reverues ~ill result from i{ncreasec gas
royaities, increased incote taxes paid oy
natural gas producers, ccmpany stockhollers
and p ivate recipients of natural gas
royalties, and increased severince taxes
pu:d dY natural gas producers.

A cutegory tud program which tices the 7orm
of a 3irect sutsicy will, on the other
hand, ircrease budge. outlays while a
aubsidy {1, the form of tax 2radit will
reduce tax receipts. In eitner case, the
short-run, impact on the Tederal budge of
such incentive programs appears Lo be
rogative,

Adniristrative costs assoclated with the
category tvs progran wil) alsoc {increase
budgetary outlays. Tha level Of this
{mpact will, of courase, depend upon the
nature of the incentive prograr fntroduced.
A tax credit Or rebate program would ue
expactad to require only minimal



adninstrative and nonitoring costs,
Z2ucational programs or dexonstration
projects may rejuire more extensive
irnfrastructure.

The negative budgetary impact associate?
4ith a category two (subsidy or tax credit)
will be at least partiaily offset by the
taxes generated by the Increased level of
dusiness activity in the cvonstruct.on
tndustry.

The rnet impact of a solar incentive
program w.ll obviously depend ugon thne
basic elements of that prograc and the
level ang the tiaing of the ezonomy's
response.

31,7 A Stronz National Defence

Tnere are several argumerts thrat nay be
sffered in support of the pos.tiion that the
levelspment Of solar energy is consistent
sitr. the ration's goual of a strong national
leferse. For example, !t is sug-ested that
tre reduction {n cenventional fuel
ITasummtion associated with solar energy
rwelspmest Wwill lessen this nation's
e, enqencs crn foreign erargy sSupplies a-3
‘rer?sy strengihern cur natlional security

pesLtion.

recisely how -~ecuced iJep-~nience on foreign
rrer iy supplles sirengihens the nat.cnal
lefense 3 uncClear. It w1y be argueZ tha’
nis recucec¢ depengenc: cn fore.gn energy
so.rces strergthens our bdarzalning position
n Jealirg Witr {nterrnational cris:.s.
Iri1nce2, the {=puc® =3y be -=cre a zatter cf
for= than substance. That is, other natisns
"3y perceive tno Unites States o be .n &
stronger ;OoS8ture bacause it {3 less
lepenient on foreign sources O energy
resyurces, when in fact this iy nct a
s:vaificant element {n 7easuring the
sirengZih Of our natioral deferse in either
ibroiute or re.ative ternos.

It nay 2i30 be argued that the reduction in
iireslin energy Zcmand acaoclatec with the
tplicat.on cf solar erargy tezrnnology will
cn.ance this natilon's ability, in *he
hort-run, o levelop "ctrategic reserves.”
It 13 argJed by some “hat “hese "strategic
resorves” 1re !(mportart Lo our national
jelense. As a f.nal exanple, 1% ray be
arcuel tha* increased tax revenues realizey
from natural gas ieregulation (a category
cne incentive program) may rrovide funding
for  increased " litary expenditures,

As ‘ndicated {n these comments ne
relvtlonanty ol solar energy devr'dprert to
niticnal defmnae {3 not , sirple or direct
one., ‘lavertheleas, the nature and scope of
tae ixzpact of nolar erergy on national
sefense {3 3 matier to be consicde-ed In the
txamiraticn of alternative solar energy

ircentive progranms.

4. SUMHMARY AND CCHCLUSICNS

This paper has beer concerned with tne
agsregate impact cf solar energy incent:ive
rrograzs desigred t0o promote tlre
constiruction cf solar energy retrofi:
systeas, The discussion and analysis
relating to the potential Impact of such
programs on seéven naticnal econonic goals
provides a clear indization of the
extensive, diverse anc co=plex nature =7
the aggregate inpact.

For this reason the welghting ol i‘mpacts
and the final aggregation of {~apacts
resulting in an evaluation of alterrative
programs must be left to h policymacer.
With an appropriate level of understanding
of tne probabie impact c¢f al.ternat.ve
programs on the econo=mic ot )act.ves of this
nation tne pclilcymaker is in a posivicn to
sclect the program most concistent W&ith
“7at he Oor 3ne perceives L Do ina=
rriorities of arerican peogie.

while the exercise prescentec (n Shic [aper,
doec not provide alil tan r
necessary "c rar2 @ Folicy lecisll
va'uatle {n and cf itselfl. Tn¢ a
results fro— an enhanced aci iy
identify those odJjctives ~here .mpac
carnct te anticipatec Jith any cdegree o
certainty anc to identify cbjectives rore
conflicting tcpa.ts or tradecf{s exi3t.
Mfore simply, the exercis: {llusirated nere
helps tc ldentify those areas cf (zpace
<here asiisional empirical investigatica is
clearly tesiratle.
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